OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

grrALD €. MANN
ATTORNEY GENERAL ¢

Honorable 0O, P. lLogkhart, Chairman

Board of Insurance Commissloners (/ﬂ\
Austin, Texas
Dear 8ir: Opinion No. 0~-45

Re: Real s t‘security”
und Articlo 4720, Revised

You request the op
queltion vhether resal estate,
urity" under the provisions of ;615) 0, Revised civil

Statutes, 1925,
Article 4720 provide \

"When the f eting" ltockholdarl
shall be held the o rioers f e company
elected, the or secretayy shall notify
the Commissi ; shall theéfeupon lmmed-
iately make, \oOr ssuse to\be de, at the expense
afull and thdrough examination

t &}l of the capital

of the officers, either
oash or seourities of the class in which such

s he shall issue to such aom-
of authority to transect such

be autho by 1ts charter; which certificate
shall expire on the last day of PFebruary next
after the date of its lssuance., Before such cer-
tificate is 1ssued, not less than two officers

| of such compeny shall exeoute and fille vwith the
Commissioner & sworn schedule of all the assets
of the company exhibited to him upon suoh exami-
nation, showing the value thereof, together with

‘ NO COMMUNICATICN IS TO 8E CONSTRUED AS A DEFARTMENTAL OPINION UNLESS AFPROVED BY THE ATTORNEY GENERAL OR FIRST ASSISTANT

e s



Honorable 0. P. lockhert, page 2

& svorn statement that the same are bona fide,
the unconditional and unencumbered property of
the company and are worth the smounts stated
in such schedule. No original or firat certi-
ficate of authority shall be granted, except in
conformity herewvith, regardless of the date of
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Your attention 1s directed to the fact that, by ex-~

press statutory declaration, the Commissioners must find, as a
condition precedent to the lasuance of & certificate of author-
ity to do business, that all of the capltal atock of the com-

has been fully paild up and 1is in the custody of the offi-~
cers, "either in cash or securities of the class in which such
companies are suthorized by this chapter to invest or loan
their funds."”

Article 4725 lists the “securities" in which a life
insurance company organiszed under the iavs of this State may
invest or upon which it meay loan its funds,

Article 4726 provides that such insurance companies
may secure, hold and,§§¥!§§ real property only for certain pur-
poses and under certeln circumstances.

Of course, real estate acquired by the company under
the circumstances and for the purposes provided by Article
4726, is property vhieh the company is suthorized to own, just
as it may own personal property, such as furniture and fix-
tures and office equipment and supgliol, necessary to the
transaction of its business. But "securities” is a term of
more restricted meaning than "property,"” and Artiole 4720 ex-

pressly provides that the certificate of authority shall be
 dssued only 1f it 1s found that the oapltal of the coygln
is on hand in the form of cash or "securities”™ in which 1t 1is
suthorized to invest or loan its funds.

Securities” are evidences of obligation for the
payment of money. 3See Words and Phrases, Perm., Ed., Vol. 38,
Seourities.” In no proper sense can real property, encumber-
ed or unencumbered, owned by the corporation be classed as &
"security® under Article 4720,
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It follows from vhat has been sald that we agree with
the conclusion expressed by Assistant Attorney General Vernon
Ooe in the: opinfon of this Department to which you refer, dated

pecember 16, 1937.
Yours very truly

ATTORNKY GENERAL OF TEXAS

T,

R, ¥, Fairchild
Assistant
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